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Docket Contrel Center

1200 West Washington Street
Phoenix, AZ 85007-29%6

Dear Sir or Madam:

- On behaif of Allied Riser Communicatios
fmizkngmmmwnﬂaﬁiﬁmmwnf%ﬁem% aplication.

Please acknowledge recaipt-of this
the extra copy of this cover letter in the self - add
purpose. Please cio not hesitate to contact Kirk L. P
any questions.
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ALLIED RISER OF ARIZONA, INC.

" Docket No.

In the Matter of the Application of Allied
Riser of Anzona, inc., for a License

to Provide Facilities Based Basic

Local Exchange Telecommaunications
Service througheut the State of Anzona

P aR S R R e

Allied Riser of Arizona, Inc. (“Allied Riser” or Awhcam’) by its undersigned
counsel and pursuant to R14-2-1105 of the Arizona Admxmamm&tf‘eéﬁ ("AAC™), hereby applics

for a Certificate of Convenience and Necessity ("CCN") to provide

sompetitive telecommunications

service throughout the State of Anzona.

Allied Riser's application seeking entry into the Arizenalocal exchange market is in

the public interest because it will provide Arbzona consum hun enhanced fange of

telecommunications ser ices, will increase customer choice, witl eficourage carriers to provide more

efficient and personalizec: service at lower prices, will provideais h greater reliability, and will

create competilive pressure on carriers to provide more responsive customer service. Allied Riser

respectfully submits its et try will bolster «:ompzfiﬁdn for the@mi ,
services, which is essential to the state’s continued ecoﬁaméie heé&’tﬁ and well-being.

Approval of this Application will further the purgm@es .ﬂf the Arizona Corporation
Commission. which specifically authorizes basic. Jocal exahaﬁgﬂ'-fséwiéé i;;mapeti,tion. Therefore,

Appticaht respectfully requests that the Commission grant it alicenise o provide facilities-based

flocal telecommunications

o




basic local telecommunications services as described herein. In suppont of its Application, Alhied

Riser provides the following information:

L

competitive telecommur : cations services shall include (1) a des

NAME AND ADDRESS OF APPLICANT

Applicant’s address is:

Allied Riser of Arizona, Inc.
1700 Pacific Avenue, Suite 400
Dallas, TX 75201

Atin: Ried R. Zulager

(214) 560-4111

{2143 210-3009 (fax)

Correspondence concerning this A;:;plicatirm should be directed to:

Kirk L. Peterson, Esq. ,

Skadden, Arps. Slate, Meagher & Flom (Hlinois)
333 W. Wacker Drive, Surte 2300 :
Chicago, 1. 606006

{312) 4070821 {Tel)

{312)407-0411 (Fax)

ALLIEDRISER FULLY MEETS THE REQUIREMENTS OF TITLE 14 CHAPTER
2 ARTICLE 11 OF THE ARIZONA ADMI ATIVE CODE FOR A
CERTIFICAT! OF CONVENIENCE AND Nnm, SITY TO PROVIDE BASIC
LOCAL EXCHANGE SERVICE. ‘

R14-2-11 15A of the AAC requites that an application for a CCN to provide

iption of the Applicant's technical

ability to provide the scrvices and a description of their facilities; {2) documentation of the

company's current financial condition: (3) a copv of the company's formation documents; and (4)

the information required by R14-2-1104A. RI&-Z 1 i(MA requlms that an apphcant for a CCN

provide the Commission with (1) a description of the company and the services it intends to offer;

(2) the name. intrastate address and a list of the of:ﬁcefrs aﬂd-éxre‘awxs of the company; (3) a tanff,

R
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(4) a descniption of the geographic market to be served; (5) ap

:,fatq city, county and/or State
agency approvals; and {6) such other information as the Comxmas .;@t its.Staff réquests. Rule 14-
2-1108 allows the Commussion to deny a CCNj to an wpbcam who (1) fails to providé thé
information required by tixis Arnicle; (2) 1s not o.fféring competitive services; (3) does not possess
technical competency to pmvidé the proposed sewi#es; or (5) failsto ;amwde arequired performance
bond. As explained in further detail below, Allied Riser ﬁlﬂy mﬂae requirements of R14-2-
1105. |

In addition, Allicd Riser 1s filing with this Appimtm@n t}w testimony vof Mr. Todd C.
Doshier, its Vice President and Chicf Financial Ofﬂc ef of Alléeﬁ Riser érat%cns C Orporatidn, and
certain exhibits referenced in Mr. Doshier’s testimoh)u inc}ndiné-au Hlustrative tariff for its services.
Please note that, with respect to the illustrative tmiﬂ’2 many de%aﬁsof Aihed Risér‘s p;pvision of
local exchange services, including the rates to b:. charged to Alhedlhser’s customers, will be
dependent upon the negotiation of interconnection agreements wiﬁh ﬁzé. incumbent }écal 'exchange
camiers. Upon certification of Alhed Riser, completion 6&' negotiations with the incumbent local
exchange carriers, and yrior to commencing service, Allied Rxs& wﬂi file final tanfts ﬁmt comply
with all Commission n:les and regulations md j].ist the rates, telms and conditions of service.
Furthermore, Allied Ris. - will provide the additional s'miceiafferiﬂgs re:qmred by Arizona Law and
Commission decisions, .nd af:knéwledges that it will be sub}ect o the régulatory requirements
imposed on other licensees.

A. Description or identification of geographic mﬂfm' which the license is sought.

Applicant is currently seeking ceﬁiﬁc_aﬁoﬁ to-p?wide-conmsétivity from the point of
interconmection, across the rights-of-way, to the ARC Network operated by Allied Risér Operations

b . 3-
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Corporation. an affiliate of Applicant that providéﬁ enhanced Internet, video and data service to
customers i mult-tenant office buildings. Applicant will offer ﬁaj#mm&vity where practical 1o
any service provider who wishes to serve these blﬁieﬁngs, Evenmai{y ;Apﬁﬁcant hopes to provide
facilities-based and resold switbhed and dedicated local exchange_ service to customers throughout
the state and 1s seeking aushoﬁ;:alicn m this proceéding to do so.

Pursuant to this Application, Allied Riser seeks authority to provide basic local
exchange service throughout the State of Arizona. As discussed above, upon certification of Allied
Riser. and prior to commencing service, Allied Riser wii-i .fiia Iaﬁffs that comply with all
Commission rules and regulations and list the rates, terms and condifions vof each service.

B. Description of the applicant’s genei;al Manﬁiﬂ, tachmcal and managefial

1. Backgreund Corporate I;:formatiot;

Applicant 1s a Delaware corporation, ts a wholly owned subsidiary of Allied Riser
Communications Corporation and is qualified to do business as # fm;gn corporation in the State of
Anzona. ('opies of Ar«ﬂicant’s Articles of Incorporation and Cﬁrt'iﬁcm'«e to transact business in
Arizona are attached as exhibi ts to Mr. Doshier’s testimony. |

The offi s and directors of Applicant are as follows:

- Officers Michael R. Carper President
Todd C. Doshier Vice President
Charles W. Yeargain ~  Vice President and Treasurer
Ried Zulager o . Secretary

Directors: Michael R. Carper
Todd C. Doshier
Charles W. Yeargain

The officers and directors of Applicant can be reached at

B
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1700 Pacific Ave., Suite 400,
Dallas, TX 75201 |
(214) 210-3000 (Tel.)
(214) 210-3001 (Fax)

2, Managerial and Technical Qualifications

Alhied Riser possesses tﬁe managcri;i _énd technical @aii’ﬁcaiions to provide local
exchange service in ‘Arizona. Applicant possesse% thc' managerial qm}iﬁcatiéns to provide its‘
proposed local exchange telecommunications services. Descnmamaﬂhe telecommunications and
managerial eiperienée of key personnel of App!iéaht and of A‘pﬁicaﬂt‘s affiliate, Allted Riser
Operatilons C orporétiamwho have extensive management, ﬁmmm%,aml technical experience-are
attached to Mr. Doshier’s testimony. Each membef of Allied Riser’s management team will draw
upon his or her own éx perience, as well asthe colleéti-ve experim 0!‘ the entire management {eam,
to ensure that Allied Riser is managed and operated efficiently amipwﬁlabty

App&icam is téchnicallyv quah ﬁed. to provide ﬁxepmpescd local exchange services in

3

the State of Arizona. Allied Riser’s corporate affitiates are authorizi

d to provide local exchange
servic:g:s in Culifornia, Co%qfado, Cogﬁect‘réut, the ljistrist of Cuium‘bia,}l:ﬁmi's, Massachusetts, New
York, Ohio, Pennsylvani:, Texas.’ Virginia and Wéshingtm Ot'hﬁ!‘ af&haxtes currently are in the
process of obtaining appr: val to provide locaiyexchan’ge sermmx ﬂmnthe rgulatory authorities in
ﬁorida, Georgia, Louis: ana, Minnesota, Nevadé, Mew Je:ﬁey, Okiaboma, and Tennessee. Our
affiliate Allied Riser Operations Corporation cuirently provides Intsrnet access, business television.
remote access; web hosting, and a variety of_ other broadband and enhanced telecommumications
services in thirteen states. Apphicant will draw upon the technical expertise of its affiliates in its

provisioning of service.
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3 Financial Qualifications

Allied Riser is financially qualified to provide local telecommunications services for
which authonity is requested in Arizona. Applicant pmsmsihe financial qualifications required
of applicants for the license requested herein. App;icaht will rely on its parent corporation, Allied
Riser Communications Corporation, for initial ﬁhancing and capﬁ'ai ‘mecessary 10 conducts its
telecommunications operations as specified in this Ajapiicatinn. Auachaﬂ to Mr. Doshier’s testimony
are the most recent aud:ted financial statements for Ailigd Riser Cum!ﬁmﬁcatinns Corporation which
demonstrate that it possesses the sound ﬁnaﬁcia! s#pporz nmsatytuémpetenﬂy and effectively
provide the services for which authority is requested by this Application. The information provided
demonstrates that Allied Riser fully meets the financial reqammwms for a basic local exchange

service heense in Arizona.

C. Applicant’s technical, financial and m&g&l’w msonrces and abilities to

provide basic local exchange serwce to every persol wm:l the geographic area
of the license.

Applicant has demonstrated in Séction il ab&m that it possesses the’requisite:
technical, financial and managerial resources an‘& abilities to. provide all forms of resold and
facilities-based basic loc:l exchange service and ‘wi'li be able w@r&vﬁiﬁe smch' service Qithin the
geographic area of the license. As indicated, Allied Riser has extensive experience in providing
competitive telecommun; tations services and has demonsu'ated ftsabihty to provide high-quality,
rehiable and reasonéblf-priced Services. | |

Allied Riser requests authority to prbv*.ide all forms Qf resold and facilities-based local
exchange telecommunications services in Arizon&, inc-tuéf&:g— {i) Basic Residential Exchange

Services (Local Exchange Flat Rate, Measured Rate Service, operator access. etc.); (2) Basic
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Business Exchange Services; {3) Business and Rcsidexaliai mﬁm Services (911, directory hsting, |
directory assistance, etc.); (4) Telecommunications Relay serx’icé_s’ for f:efmmunicaxions to and from
persons using TDD equipment; and (5) support Lifeline other stmlar Aassi‘stance programs.

Attached as an exhibit to Mr. Doshier’s testimaﬁy, is an llustrative local exchange
tanfY setting forth descriptions, terms, and conditions for Aiﬁei%i!iser"srﬁroposed services. Asstated
hercin, Alited Riser’s prices will depend si@iﬁcmﬁ]y upon its costs, inchuding in particular its costs
of compleung calls through the exisung networks éf incumbent Iomi axchéngﬂ carriers, which will
not be identified unti! after the conclusion of in;erconnmtion iegotiations with these carriers.
Therefore. the tariff submitted herein is for illustrative purposes only.

D. Discussion of the impact on the public interest.

Experience with comﬁition m éthcr telemmffia‘mcaiiqns'markets, such as long
distance, competitive access, and customer preﬁnses equipment, ﬂfémanstrates the benefits that
competition can bring to consumers. Consumers are e_njo*ﬁng mcmased services, -decr.cased costs,
higher quality. and greaier reliability. This is tru;a not only wisﬁ'x tes;iépt 1o _thc service offerings of’
the new entrants, but 250 as a result of the‘:esponse of incmﬁbmi mompol} providers to the
introduction of competit on. |

Allted Ri¢ e!"s’pmposed services Will provide muitéple pubii&: benefits by incr,easing
the efficiency of incumbemt LECs by providing users of teiéconimui}icaﬁzms services with greater
reliability and by increasing the competitive choices available to ﬁsérs in the state. Enhanced
c-ompctiuon in telecommunications services likely will ﬁmher s;irn&iate eronomic devébpment in
Arizona. Inaddition, increased competition will create inémtiizes for %éwer prices, more innovative

services, and more responsive customer service.

7.




The Federal Communications Commission has found ample evidence that the

competitive provision of interstate services furthers the public intérest. “Competition in the

«  wterexchange and CPE markets has brought consumers increased service options, reduced rates, and

faster implementation of new technologies.™

Furthermore, the grant of a certificate will not adversuly affect the incumbent local
exchange carriers” service. As has been the case with other competitive initiatives in Arizona, a

grant of the instant authority will have mumimal impact on the incumbents. In fact, incumbent

providers have benefitted from market incentives 1o imprigve the @fﬁtzimﬁy of their operations and
from increased usage of their services due to expansion of the wt&ima}'kei spurred by ée:mpetitian
and lower prices. |

Further, as demonstrated above, the grant ﬂ'f'%_}}_iiﬁ.;aizgigqmy; will provide S.ignifﬁcam

benefits to consumers in terms of carrier chotce, price, increased reliability, tesponsiveness, and the |

introduction of new services. Additionally. as competition hasdniven telecommunications prices

downward, businesses bave sten concomitunt reductions iy their pperating costs and increases in

their sales, which have . ontributed toward the viabdity of the economy and em;&idym&m levels.

“acilities, CC Docket No. 91-
440, 7 FCC Red. 7369, paras.
rthier modified, FCC 930378

£ Expanded Interconnection With Local Tefephone Conipiin
141, Report and Order and Notice of Proposed Rulemaking, FC
13-14 (1992), madified as to other issues, 8 FCC Red. 127'(1}92)
(released Sept. 2, 1993). See also id. at notes 32, 35. '

-
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CONCLUSION

Allied Riser of Arizona, Inc. respectfuily requests thatthe {anmission enter an Order
granting 1t a certificate of public convenience,‘ and necessity 1o operate as a competitive
i telecommumcations company which will allow it to provide resold:and facilities-based basic local

exchange services throughowt the State of Arizona. For the reasons stated above, Allied Riser's

provision of these services would promote the public interest by providing high-quality service at

competitive prices, and by creating greater economic incentives for the development and

improvement for all competing providers. A grant of Allied Riser's Application will bring

significant benefits to telecommunications users in the State of Arizona.

Date:__ ! : f’ m}f' - | A

; tieﬁ, .

Respectfully s

ALLIED RISER OF ARIZONA, INC.

By: L KA

Name: Ried R. Zgikgiger
Title: Corporate Secretary
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TARL J. KUNASEK

BRIAN C. MCHEAL
CHAIRMAN EXECUTIVE SHCRETARY
L o e ¢ Moo,
© ' ARIZONA CORPORATION COMMISSION ‘

WILLIAM A. MUNDRLL
CONRMISSONRER

csc
3636 N CENTRAL AVE
PHOENIX, AZ 85012

RB: ALLIED RISER OF ARIZONMA, INC.
Pile Number: P-0D8BS328-2

We are pleased to no:ify you that your Applicatiomn for hnthorzty
to transact business ia Arizona was approved and filed on
September 28, 19%9,

You must publish a copy of your Applioatian for huthority. The publi-
cation must be in a newspaper of general circulation in the county of
the known place of business in Arizona, for three (3) consecutive

publications. An atfidavit from the newspaper, evidencing auch publi-

cation, muast be delivered to the Commisgion for f£iling WITHIN MIRKETY
{50) DAYS from the File Date.

All corporations transacting business in Arxizona are regquired to £ile
an Annual Repert with the Commigsion, on the amniversary of the

date of incorporation. Each year, a preprinted Annual Report Form will
be mailed to you pr.ior to the due date of the report.

If you have any questions or need further information, please contact us

ar {602) 542-3135 in Phoenix, (520) €28-€6560 in Tucson, or Toll Pree
{Arizona residents only, at 1-800-345-58189.

Very truly yours,

MARGARITA WRIGHT

Examiner

Corporations Division

Arizena Corporation Commisaion

Cp:07
Rev: 4,97

100 WEEY WASHINGTON. PUOThT  ARZONA $5007.3513 / 400 WEST CINGNESSE STRELY. TICHOK. AL:sONA §3707-1347
www oo Ame .08 + BOR-BAT 3138
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ALLIED RISER OF ARIZONA, INC.

CFFICERS AND DIRECTORS

Fresitean

Vice Frisidant
Vice Prasident and Treasurer
Secreltny

Direes

Mickes] R. Caper

Tods . Dioshier

Charles Yeargain

“The Mading address for il Officers and Directors i

1700 Pacific Avesiue, Suite 400
Dallaz, TX 75201 i
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SECURITIES AND BXCHANGE COMMISSIGN
washington, D.C. 20%4%

FORM 10-K
{MARK ONB!

1l JOOEIAL REPORT PURSUANT T SECTION 13 OR 15{d)
OF THE SECURITIES BXCHANGE ACT OF 1334

FOR THE FISCAL YEAR ENDED DECEMBER 31, 1999

OR |

=
e

RANSI 710N REPORT PURSUANT TO SECTION 13 OR 15{d&)
of THE SECURITIEZS EXCHANGE ACT OF 1334

FOR THE TRANSITION PERIOD PROM TG
COMMISESION PILE NUMBER 1-15425

ALLIED RISER COMEMNICATIONS CORPORNT FON
‘Exact rame of Registrant as Specified in Iz Charrer) .

DELANARE ) 75-2789492
(State or Othmer Jurisd:ction of {£.8.8. Employer
Incoyporation or Organization) : Tdent tfication No.}

1760 PACIFIC AVE
SUITE 400
DALLAS, TREXAS 75201-467%
‘Address of Principal Executive Offices, tocluding Zip Code)

12145 212-3000
(Registrant's Telephone Numver, Including Area Code}

Securitins Registered Pursuant to Section 12(b) of the Act: NONE

Securizies Regiscered Pursuant to Section 12ig) of the Act: COMMOR STOTK,
$0 0001 PAR VALUR

ingicase by check mark whether che registrant {ki has £iled all repor:us
teguired to e f:ied by Section 1) or 15t8) of the Securities #xchasge Act of
1934 during -he preceding 12 months {or for such shorter poriod that it wes
requived to hle such reportsl. and (2] has been sulsiect tH such filing
requirements for the past 90 days. Yes [xt #0 {1}

Indicate by check mark if disclosure of delinguent £ilers pursuant to Item
435 of Regularion $-K is not containgd hersin, and will not be cortained, to the
best of the rsgistrant’'s knowledge, in definitive proxy or informa:ion
statements ir orporated oy reference in Part 111 of this Form 10-K ov any
amendment to his Form 10-X. [} : s

he of Pr:ruary 79, 2000, the aggregate market value .ot voting stock based
su the clomir price of the registrant’s common stock on the Nasdsq National
Market on the: dacte of $26.00 heid by non-affiliatesy of the ragistrant was
S1,478,185,0C .

s of Petruary 29, J000. the number of shares of common stock surstanding
wag 56, 852,13 . :

DOCUMENTS IRCORPORATED 8Y REBFERERCE

vortions of the Proxy Statement for the Annual Msering of Stockholders of
she registrant to be held on or about Jupe 1%, 2000 are incorporated by
reference into Part [iI of this report.
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These provisions may nave the wffact of delaying, deferring or preventing 9
IThange n Jur conirol. iapeding a marger, consolidation., vakeovsy or ocher
busiawss combinaticn. whick in rwm could preclvde our stockholders frowm
recogniting & premium over the prevailing market price of the common stock

twpas chent of our intellsctual property righcs could hagwm our
business. whale we are seeking federal 'Qg.\acm'im ©f ARC apd cRYtain oIiner
crademarks, we have oot Deen avarded any tradesark registrations. and ace
Tulylag Ggon our Common law righus. It i3 possiosle that ophex saticies may
paliange our registration and use of these tradamariks bamed oh a claim of
suparior rights. dilution or otherwise. Such challenges, if sucoesaful. could
praclude us from regiatering and even using our trademarks, in which case the
sapense of develsp:ing sew trademarks and resulting loss of prodwct’
identaiticacion and goodwill could have a material adverae effect on sur nez
incoie (lossi and Jur bSrand awareness .

It 2. PROPERTIES

We sre headquartersd in facilities cunsisting of approximgcely 81,800
sgukre fwer in Dallas  Texas. wnich we oCoupy wnder a lease that sxpires in
Deceader I233. In aildition, our engineering department occupime approximately
15902 square feel :n Richardson. Texasy undec a lease, which ewpives in Decesber
3003 e also leade soace under varying tards from L o 5 years in each of our
metrcpolitan areas served £Or sales demwonstration centars. ¥e consiger this
space adequate for <ur current gperations.

ITEM 3. LEGAL PROCEEDINGS:

We are not currently engeged in any waterisl legal proceedings.
ITEM &, SUBMISSION OF MATTERS 1O A VOTS OF SECURITY ROLUERS:

The foilowing matiers were gubmitted to & voke of secuzity holders durify
the fourtl guarter of 1339

on October 5. L9399, pursuant =9 & writcen Waivey and Consent, 1i7
ahares reprssenting 140% of the holders of our outatanding preferred stock,
and 26.620,139 shares representing 20% of our common gtock approved: (i)
the issuance of registered securitiss in an initisl pubdlic offering of our
common stock, (iii an increase to 5.000,000 shares in che mumber of sharas
of stock 4 “- puzsusnt to our Adendsd and nuum 1999 Stock
Option and Bquity Incentive Plan, {ifi} an dn swen: of ouy
Cerzifivaze of Incorporation efiscting sercain ch.ag» u ‘B remult of 3 2
o 15 rmverse stock split of our stock apy 1 by the board of
gdirecrors an September 13, 1894, and (iv] certain waivnt and consencs
raguired of the Preferred Stockholders prior to cur initial piblic offering
a9 contemplated in cercain agreement s Detwean us and our finsncial
SPONOTS .

On Novembex 3. 1999, the righta. powers, and designations of our
preterved stock ware removed from the fertificate of Ingorporation.
Pursuant £3 & writrten Conseat of Stockholders. #n amapduent €O Our
cartificats of lacorporaticn wam approved wherehy 27,765,178 shares .
reprasenting 50.08% of our common stock voted in favoxr wf the resolution.
Ag provided in the Certificave of Incorporstion, upon xeweipt of approval
ot & majority of the holders in such written consent. sotice of such
amendment with reapect to the preferred stock was delivered o stockholders
whe g congent had not been previocusly sought.

PART 1%
ITeMm 5 .-u.im FOR OUR CONMOR $TACK ARD RRLATED STOCKHMOLOER WMATYERS:
MARKET IKPORMATI N

Qur common 3tock is listed on the Nasdag Bational Mazker. Qur ticker symbol
18 “ARCC  We codpieisn the inicial public oflering of ocuxr commen srock in
Derober - P9, Prior o OScotober 28, 1995, no established public trading msrker
f5Y the - wewon 8L0¢K existed. T .

The ollowing table setn forth onm & per sbars basis. the high and low sale
prices p~ * share for our common stock af regerted on the Nasdag National Market
Yog the p--riods indicaced.

‘tesr anded December 31 1599
Pourtzh quarzer ‘fyom Jotober 19, 19931 ...

A receant seported last sale price ¢f our common stock on ehe Nasdig
Rational Marke: ks se: torth on the front cover of this report.
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STOCKHOLDERS

There were approximately 291 owners of record of our common stock ag of
February 29, 2000. This number excludes stockholders whose stock is held in
nominee or street name by brokers and we bel.eve that we have a significantly
larger number of beneficial holders of common stock.

IVIDENDS

We have not paid any cash dividends on our common stock since inception and
do not anticipate paying any cash dividends in the forésesable future. Any
future determination ro pay dividends will be at the discretion of our board of
directors and will be dependent upon then existing conditions, including our
financial condition, resu.ts of operations, contractual restrictions, capital
requirements, tusiness prospects, and other factoxs our board of directors deems
relevant. In addition, our current financing arrangements sffectively prohznit
us fyom paying cash dividends for the foreseeable future.

USE OF PROCEEDS FROM REGISTERED sacunxrxzs

On October 29, 1939, we completed our initial public offering of common
stock. The effective date of our Registration Statement on Form $-1 {(Commission
File No. 333-85597) was Octcber 28, 1399, pursuant to which we registered the
offer and sale of 15,750,000 shares of common stock par value $.0001 per share,
for an aggregate offering price of $283,500,000. We completed the cffering,
selling 16,970,550 shares of common stock for the aggrégate offering price of
$30%,470,000, including the exercise by the underwriters of their over-
allotment option to purchase an additional 1,220,550 shares of common stock at
the offering price. The managing underwriters werg Goldwan Sachs & Co., Merrill
Lynch & Co., Donaldson Lufkin & Jenrette and Thomas Weisel Partners LLC.

We incurred expenses of approximately $20,578.000, of which approximetely
$18,328,000 represented underwriting discourits and commissions and approximately
$2,250, 000 represented other expenses related to the ofiftering. In addition., the
shares issued to G8 Capital Partners III, L.P. were deemed to be underwriting
compensation by the National Association of Securities Dealers, Inc. Neone of the
expenses incurred was paid directly or indirectly to any director or cfficer of
our company or their associatesg, persons owning 10% or more of any class of
equity securities of our company, or an affiliave of our company. The net

offering proceeds to our company aftexr total expenses was approximately
3284,852,200.

We have not used any of the net proceeds from the initisl public offering.
The net proceeds have be2en invested in cash, cash equivalents and short-term
investments. We plan to use the proceeds for construction of in-building
networks, for work.ng capital and general corporate purposes. We may also use a
portion-of the net proceeds to acquire or invest in complementary businesses,
technologies, serv ces or products. The use of the piracasds from the offering
‘does not represent a material change in the use of proceeds described in the
prospectus cofitaired in our Registration Statement on Form S$-1.

STOCKHOLDER PROPOBALS FOR 2000 -ANNUAL MESTING

Our first annual stockholders’ mesting is scheduled for June 15, 2000.
Proposals of stockholders intended for inclusion in the proxy statement to ke
furnished zo all stockholders entitled to vote at the annual meeting must be
received at our principal executive office no later than April 10, 2000. The
deadline for providing timely notice of matters that stockholdexrs ctherwise
desire to introduce at the annual meeting is April 10, 2000.

13
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ITEM 6. SELECTED CONSCLIDATED FINANCIAL DATA:

The following selected conscolidated statements of

ions dara for the

period from inception {Decesmbsr 19, 1998) to Decewber agul for the
wears ended December 31, 1998 and 1999, have Hean cur audited
financial statements and the ralated notes. THig raad in

conjunction with the consolidated financial stahes
thereto {see Part 11, Item 8) and with *Managembat s
Financial Condirions and Results of mmmms" set for

telated notes
on . and Analysis of
in Part 11 Item 7 of

this report.
COMSOLIDATED STATEMENT OF OPERATIONS DATA: ! .
Sezwork gexvices revenue 5 -~ % . 22 S 1,87¢
Opexating sxpenies:
Harwozk operatiocns 30 7,358 7.882
Seliing expense............... - 1,683 9.296
Senersl and sdministxetive expense . 1.348 C 8,736 26,981
Pepreciation and amorrygation......... . 10 %99 2,973
Amort ization of deferred compensarion... ... PN .. an . 14,681
Reorsizarion of real estats access rig!sr.a .............. LT -~ 2,038
Total opaxaring expenses .. .......... ..., e 82,647
Operating income flomsl... ... ... ... e [, 168,717}
Orher iscomk LeXpanmM’ .. ... . ... ai i e 3$.388
Benefit (provision: for inoome TAKE. s PR ..
semweman | hsemmis JRPSP )
Het income (LOREF .. ... .. ... ... .. iiiiiiaiinaiiaiaiaaas {5,497 {57,488}
Acczrued dividends on pmtn:'nd -;ock ..................... R 18, 453)
Ner income (loss! applicable to common atock.. ... ... ... $ 2,391 B j (6! B40)
Baz income (loss) per SUHMON BRATE. . ... ... ... iiia.an 3 {245 & £2.15)
‘.u.ﬂll‘ O A
weighted c) 2 of sh outstanding...... . ..... zozwqon 29,756,000
CONSOLIDATED RALANCE SHEET DATA: . L
Cash ek COol PRVEIMNTE. ... .. .o $ 388 $ 152,364
Share -texe iavestmensa.. .. ... . - 152,013
Propercy and ecuipment, net 1,450 46,577
Tetal asséts. ... 1,487 475,054
Terel I.la’bili:x 1.348 22, sqo'
[~ 14 & pre : e
Addivional pai«dn capital............ - 163 | 424, s:m
WAL LIS . . e oo v v i svaae e h e abaee shabaaeee .- 209;13%
Stockhaldars® m:. iy (deficit) . ... ..., Cebeeaaeas vaee {1,743) 452,414

As used i the table below, EBITDA consiers. of Aet

_ intereat, .income taxes, depreciation and amnamzim
our non-cash expensss, which we expeect will #
our infragtructure. ®e believe that becdause , Ff financial
performance thaz it is useful to investors as company's
ability to funt its operations. and to servide of EBITHA is not a
measure calculs ed wder generally aceepred acosuy . ‘Other
companies way cailculate EBITDA differently fyom alternative to
operating incom: as an indicator of our operat #h alternative
to cash Llows I om operating activities as & We 8% y and iavestors
should consider these measures as well. We do not prigrate positive
EBITOA in the hoary term. We anticipate that our disereb #e of EBITDA. if
any, generated “rom cur operations in the foresesible will be restricted
by our need ro build our infradtructure and expand our inges. To the extent
“that EBITDA is awvailable for these purposes, our. wmimmta for outside
finaneing will be reduced.

| excluding net
does not reflect
ly as we deploy
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Tha last toarae line iiems of sther cperacing dats below reflecr dacs as of
che laat day of sach period and 4o sot irclude our work-La-progress or under
conizect as ot those dates.

OTHER IPRRATING DMIA
Net ceam Provided Dy (ufed L3) CPBrAtiNG #ctiviliss §18.3391

9 134,439 5 13§, 153

sar cish prowsdest by uaed 1ol lavesting activiriss.. . . t(l,ml S 4318 3 9L, 50M

Rgt Cowl proeidemt w !.wmug SELLYILIOS . . R 7L T B Nt B 333,353

3 gaLhoR . Do l(&.lﬂzi S X350 8 {$1.09%
3 Tapitat -xpméx o . Lo B OALAI0 0$ 0 12,932 08 16,543
. . ot $LE".Y wluu sayond . .. N P “e 2 % k>3
1 oLl .. . . . s ]
4 RAnnaRle BQuARs eer 12 buy idiags constructed N - 2, 900, 000 22, 900, a0

ITER 7. SANAGEMENT' S DISCUSSION AND ANALYEIS OF PENANCYIAL CONDITION AND RESULTS
OF ORERNTIONS :

CTERVIEN

dince gur incepiion in December 1996, our pnmam wctivities bhave
ancluded developing our business plan, raising cepizal. hiring t and
other key perssusel. desiguwing and Qeveloping our tmw
Db ldings, mnng equipment snd Pacilizise, entexing {nto
i liding ownsrs and real escate nanageys and beginning thw 3
fiber-opric aetworks. Ia June 1397, we Degan iny ‘
negan opexating oer f£irst in-Puilding necwock in
1995, we letect an initial padlic ct!cxim of
#ock for e reteived net
providie servicas 1a 22 setiopolstan mqu off Bime .
constructed fider-optic networks inside 134 offfow bwil i
»iilicn rextable syuare feor. Todsy, we bave mtm !ﬂ! panLA 1
+ad oparate our fiber-optic satwirke ia mure thad I 254: q!, e Puildiige with
more than 430 million rencables siuare fods.

To rapidly escablish o strotg position in the waxzkats we tnch wt are
neavily wnvesting in our fiber-optic networke. We inewnr ) e -y

tnszallazion of our in- mmm infrastracture, wiloh !ii :
witiin & in tie Dailding & xi
vercsont ueiliey :Ia:n % alst iovest in alectronic W
corMEcT ur MIRWUTKS Co the Internet . e expeot to Lt :
costs duilding and refining our m:tonax SIPPOTL. 7

purchase And iopl ion of e ©0 Caniiitane GuktoMET
billing, collecrions, and mwz!! MAnAGeNenE .

Ap & TEgult of our mﬁw; sctivitios wnd the m y
networkn, from inception co date we have incuired si

oanes,
et losdaw. 4nd negative EBYTOA. Wa expecr that ttu m- : n sf ocur
opuraticns will zesuit in increasing cfereting lOstes, X i aeigative
mm An & peeult of cur limited apetacing history. i Ea: 4y Bave
tindced opersting ma finapcial data upon vhieh o buns. e € §Of our
parfoxnativa and an in our wtock .

FACTORS AFFRUTING FUTURR OFERATIONS

Se work ssrvices :
video 2 & voloe sexvices prmtuy 50 CORANES in hu,i e o
ophrace oupr iber-optic nMtworRs. eeilly shites m
non-excluBive ContEacts with the ocwnsls ¢
boildings to perait us to construct ang Spera w

builddagu. In return fox che right ko ckphy Al siing
cwnerd tacaive & modost poriion of ths gross xevenve
inmide toaly buildings . Upoh completion of »n in-bail
sales pe-sonnel asrket our secvices o the tasancs off ¢
customtr dpders our seTvices, we generally initiste nervi iehin
bupiness 3ays. Our customers aAre GOt generally reluided €6 putd
ANy equi i weat Deyond their exnr.mq 1oosl area network.

We uxrently offer:

- ulteh Righ-spesd Internst accens;

- Business-orientet zeiaviston for display on the compiitex deskzap;
- metwoxk desigm and management; A
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enhartad confezence calling services, and
ather preadiband data services.

We generats Ine aajority of Our racurring revenue from suDBCIIprion fess,
which vary depending upon a number of factoras, including the services provided,
the aumber of deak:oips coanected ©o Our networik and bamdwideh wgsage volume. We
geceral.y offer servicss 4n & mounth-ro-fontd oonty actukl pasis. We do not
rRQULTE TUC CUSLORETS O purchase any eguipment from us. We price our
compinaTion of services compatitively compared Lo Mxisting pyoviders of isterset
semARsIiVICy snd broadband dara services, gsuch as lousl telagbone companies and
Isterne! service providers. Although compecitivs pricing e an isportanr part of
2ar strategy, we believe thar the speed and performance of our fiber-opric
networks. Compined with @ high lewvel of customer care, ars thes keys <o
aucres#TLily atiractinag and cetaining swall and sedium-piied business customers

We expact that o the short term the maiority of cuy reveaus will be
lerived frors Duz Internet conpectivity servizes. Be intend O taks advantage of
Quz presence in bBuildings in whilh we operats & network ANd MUY Lustomer
relationahips tO marker additionsl servicms 50 QU SuBLomers. W oXpect thase
services to inelude terdwidth-enabied services, such as sahanced Internet voice
services: full-motion, inveractive. desskrop-deliverad vides confacsncing; direct
access o both or-line content and business applicatiuns through tndustry
specifi; portalas. e-commerce sad network desiygn and mansgenenc gegrvices. wWe also
intend o take advantage of our growing market presence snd hrand by offering
similar Droadband services Co Our Customars’ dranch of ficies amd other Zusinasses
locaced 10 puildings in which we have rRot installed our Flber-optic networks. e

iseve that thess additional services may generate significant incrsmental
zavenue .

Betwork aperstions. Jur nsetwcrk operations exp indlude payoents o
providers of cransmission capacity, costs associated with custoswr connections
19 our in-buiiding fiber-optic networks, customer cars, equip maint .
payments o nuiidiag owners, and content licensing costs. In ordex to provide
oMY sMTVICes. wa wust coanect each in-duilding aetweork o a swirspolitan hub via
& local aecwork and each metropolitan hub to a national setwork. These iccal and
national necworks are owned by unaffiliated parties. We have contracts with
rarme ranging from one month to five years for connections to these nesworiks.
Under these agraemwents, wa incuxr [ixed montbly charges for lozal conpectivity.
Por naticnal counecrivis y we incur fixed monthly chi plus iner X

charges Dased YPON Customer usage. In addizion, it we fai To MAST our minime
voluny commitments !o¢ nacional cosnectivisy. we may be obligated to pay
penalties. In the future, we may contract for volume disgounts based on the
velume parchased frow national connectivity providers. In the event we
underest :mate cur seed for tranamission capacity. we may be rejuized o pbrain
capacity through more sxpensive swans. We cxpect that oux conmctivity corts
will ineTeass as we enter nw markets and provide services for new cystomers. n
addizzon. we pay usage-based calling fees in comnection with our enhantcesi
cemtarence calliing secvices.

e iacur expenses relacad to ongoing operalions for m&mw support. . Ka
provide customer sare through our Dallas-based customer care cester, which is
augnenzed by field suppore personnel and contracts with cutside suppore
providars for on-site customer service. Becauss our strategy eapiasizes the
importance Of customEr care, we sxpeet that initially oustomer ssyvies wall
become 4 arges part of our ongoing expensas. Equipmant saistenancs costs
inclade »-penses for equipment vepair and pariodic servicing. Maintenance
services re¢ provided by cur fisld operations peysonnel. third-pavty conuraciors
and equip- ent vandors. In exchange tor accean rigote from building ownern, we
pay builiing owners & sodest portion of the ravenue that we genersie fros
renant® inside their bulldinge. The fee we pay bullding owness eazies
proportionally with Fevenues generated in the cespective buildings. We uscur
both fixed ard variable costs in connection with licenses velated o the
provisiony g of enhanced communications servicas, such as business-oriarized
4esktop e mvision.

Selli: 3 axpanse. Selling expense includes costs of employee salarize and
commisaior ¢ . marketing, advertising and prowotional sxpenses and codts
apmociater w#\th lwasing and oparsting sales d ragion #. To attrast
and retair 2 gqual:fted salea force, we offer cur ssles per 18 i 1on
package et esizsng commissions and Btock options. Ne &apect to incur
significar' sellaing and marketing costs as we sontinue vo expand our sales E
and penetr:oe our targetsd markets.

Sesner: and adminiatrazive sxpenses. Seneral and m&uiscra:ivn expenses
include costs associatsd with corporate admintstratics and infrastyucturs,
billing and gersonnel. We are currently in the process of bullding snd refiniog
our new operational support systess. These systema ars necessaty to snier.
soheduie, provisiom and irack a customer order from the point of sale to
instaliation. Tssting. ancd service indviation. In addicion, these systenms will

Jakattece with our billing. colliegtimm and Cuatuner Atk sKrvioe systams. We
telisve that

n
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because nwost uf our services are currtently talled ou & flsr-xate basis, the cost
ang somplexsty of genersting and reconciliog ouy Billings is less than thar wi:tn
udage-based pricang modeis, However, as we #dd customwrs and provide more
services that yéuire usage-based Pilling, such 48 ouy sshanced conferenca
~#lling matvices. we expact thet biiling costs w#ill incrasse. kecordingly.
cugtoner bililing is expected €5 be a signifitant part of our pagoing
administrative expenses ¥e have selected a yroup of wanfiors ¢ provids
aqtomazed pilling systems and othey operaticral support fyatems that will =icner
seplace cr be integrated with sur existing syd$tems. See “Higk Factdrs - Ous
tusiness will he harmad if our billing, customer ssrvice and inforwst ion support
2ystemy are not guccessfuily replaced or further developad.®

we expect that costs wikl iacrease Mgmlywancly a8 “ expand our
oparetions and tBit general and administrative sxponses will be a larger porsion
©f these costs during the early stages of our businens. Howaver, we sxpact -hac

our genscal and administ rative expenses will repreaentc & smaller parcentage « f
Gur cevenus % we Build our custoner base.

Deprucisvion and amo:tization. Deprsciacion and amortizatige expesses
iacldde daprecistion 5! aystem infrastructure, syscem squipment, funitire 4rd
fixtures and the amor::zation of ) hold improvemsnta. #e ot depreciacion
and amortization expensss Lo incresss significantly as we insvall et
fiber optic netwazks iLn more bulldings. Wnile CONSTIUCTIMR La in Progress and we
tave outztandiny debt, «e capitalize cslated intarest and we asuprtite the
related rapitalized interwsr over the useful life of the conptructed asssts

Amereization of defarved compansation. Amorcizatisn of daferted
compeneatlion is & vesult of granting stock options and iobuing restr: vtsd sherss
To DN employess with exercise prices pex share treated for avosunding purpodes
#3 below the ftair vaiue Of our common stock at the dates of grapt. We are
srortizing the defecred compensatiosn over the vesting period of the applicable
option snd the lapsirg of the thE!kCtkﬁM on the spplicable stuaves.

hmoriization of real estacs actess rights., Ascriisation of pesl estate

wICEA® Tightes (4 & result of the waryants we isgsued o Sur real sstave partners
e expect thal we will make similar issuances in the future. THe watrast
ACTUAsLIIION agreensnis impose certain parf reguir s on the real
watare partasrs for exercisability and retention of the sharas underlying the
warrants. The seasurement date for valuing the varrsots is She date(s} on #Bich
the real sstate partners effectively complete thelr perfocmancs roguicemsocs. AT
the meagursment date rthe compeny mmasurss the fair value of the waprants based
wn the fa:xr value of the undetlying common stock, The faic walue of che warczanvys
18 capitalized and amorzized sver cthe term of our agrsesents with sur ceal
83TATE DATLAOXS.

Orher iacome (sxpense; . Uther incowe (expense) consiscs prisariiy of aev
interes: .ncome and sapense. We sxpecr intsrast 1acomé Lo inGIaNE over ihe

shozt rarn #8 a4 vesult of recelving the proceeds of our laicial public sffering
in Qreabey 199¢. :

Provision for income taxes. Provision for income LaAxes outigists ot fedeyas..

tate and tocal faxes; when applicable. We have aot genezaced any caxable income
to date and therefore have not paid or provided foy any fedecal incomm taxes
since isceprior. A full valuacion sllowance has been recorded on the deterzed
TaX aserr. cORisTing primarily of ITAYL-up cG#ES and net opensving loss caxzy
forwazds. tecauss of the uncertainty of future opersting results. We sapect o
generate significant net lossas for the foressesble furure which showld gererats
net operstling lods caryyiorwards.

RESULTS OF 'PERATIONS .
YBAR ENDL) UECEMBER 3i. 1999, COMPARED TO YRAR ENDED DECEMMER 3k, 1999

Network sarvices revenus. Network services revenus for the ynar ended:
December 1. 1399, .noreased 2o $1,875.000 as muparad Lo $212,.040 far tha year
anded Decemr »r 51. 1393. The incrsase in revenuss is attzibucsble o foowen o
the number - ° custoners resuliing frow imcroased sales and serkwting effcizs
concsntrate in our networked propercies snd eds tnsresssd psoprration of oux
fibar optic etwork inco mew huildings. As of Lscosmbar 31, 5999, our fibe:-opr:
networX vas natalled iaside 120 bulldings with sore thon 80 niilicm ren: Mah
sguars fest 8 Ccomparsd to December 31 1998, when oor metuorki wmge o all
ingide & bu  dings. witn 2 9 million ranzable squars fewt.

Retwor« operacions Network operatidns sxpenpes ware 37.602, 0480 {for com
yes:r snded Taompmier 31, 1999, and $2, 358,300 f1y the year esdml Ducember il
1998 This i owcrease t¢ consistent with the expinsion of our fiDer-opric ARtwork
and resultlng {ncreast in related costy

F ¥
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Selling expense. Selling expense increased from $1,6213,000 for the yea:
anded Devember 31, 1998, 10 $9,296,0390 for the vear sndad Decasmber i, 1999
This increase was attributable o Ihe continued smxpansion of sale#s and markecting
afforss. including comuissions, development of corporate ldenvifisarion,
entablishnent of sales demonatration centers, promotionsl and am:mnmg
matexials and hizring seles personnei.

Geasral and administrative expenses. GJenexal st adeinistracive oxpanses
were 525,981, 330 for che year ended December 31, 193¢, ang $3,736,000 fsr the
ymar ended to Decembes 31. 1998. TBis increase is catmievent with our
development activities and 1s attribucsble to growtn in nuwber of ewpisyess we
incursed in conmection with dullding our operating infrastruccure. Qur numbe: of
general and administrative omployess incrsased 1o 243 n of December 31, 1993,
as compared to 85 at Decmbct 31, 1998,

opraciation and amztinr.lcn. Deprecistion and amprtization for the year
ended Decamber i, 1999 was $2,971.000 as comparsd o $499,000 for che year
ended Dacember 31, 1998 This increase was primexily due io che iacreass in
system ianfrastructure and system eguipment placed in sexvice.

Amortization of deferrsd compensation. Amoriizariom of deferred
compensatrion A% 514,58, 000 for the year ended Decemper 33, 1999,

Amortization of real eatave acosss righcs. mn:&#ei@a of ral sstate
access rights was $23.536.900 for the year ended Uecombisr 31 1999 .

Other income iexpense!. Other zn.\.m {expanse) was 31 28%, 60D for che yaar
ended Decembesr 31. 1399, and $(60€,000) for the year sndedl Secssber 1, 1993,
‘This changs in other incoms {(expensel iz primarily due ©5 an inciesse in
interest kncome generated by the proceeds of vur equikty uum&cm

Provision for irncome Laxes. Por the years ended Decéobex 33, 1939 and 1328,

o provigion for taxes was recognized asx we operatad ar & lau throughaur both
years.

YEAR BNDED DECEMBER 31, 1993 COMPARRD TO PERICD FROM INCZRTION (DECEWBEX 19,
19861 TO DRCEMBZR 3}, 19397

Hatwork services revenue. Betwork services revanue for the year ended

December 3%, 1398 was 3212,000. Oux fixst fiber-optic netwosk operation in
Jacuazry 1998, Accorsingly. no revenus was recognized for tha pariod fzom
inception to Decewbar 3%, 1397. As of Decembsr 33, 1998, vur fider-optic retwork

was fnptailed in 8 buildings, ui:h moge than 1.9 million rentable square feet

Necwork operations. Network oparations sxpenses were $3,358,000 for the
year eaded Dpcember 31, 1998 and $83,000 for the period from i Wt&m o
Decamber 11, 1997. This increass is conbistent with the @xpamaion Qf onr
tibaz-opric network and resulting increase :a related cosis.

Sels ing experiae . our selling expense for tha yesr emded Devsaber 31, 199¢
was $1,623_000. This expense was attributable to the initial deploywsnt of our
tiber-optic network and the celated sales and marketing efforts; including
develcpeant of our brand and logo, estabiistment of salas mtz;cim oppLeCS,
promotionsi and advertising watexials and hiring salas persconel. Sonsistont
with the initial deployment of ouz nerwozk in Janusry 1998, w had no salliing
expense i1 the pericd from inception to Decenmber 31, 1997,

Genarsl and administrative sxpenses. Jensrsl and adeinistragive expenses
wers 59,73 000 for the year ended December 33, 1998 and $1, 348,000 for the
pericd fro: inception to December 11, (997, This inckesse is consisstent with owg
devalogmen activities and is attributadle to growth m momer ol mvpioyms m
incurred .- connection with building our opericing * .
general and administracive euployees imtaund to 8% & of Decenber 31, 1398 us
compared o 13 at December 31, 1997.

Deprec.ation and amortization. Depreciation and smoxtization for the ysar
enged Decer:er 31, 1978 was $499,000 as compared te 310,000 for the
correspondi § pericd of the prioxr yeaxr. This isorease was stTritutadle to the
depioyment { our system infrastructure and syscem egquipmant swhich comanced in
January 159!,

Other . soome expense} . Other income (axpanse} was $ (608,000 for ihe year
snded Dacer!er 31. 1398 and 5(59,000) for the period from inceprion 1o Teceamber
31, 1397. Tte change in other lacome iexpense ig prissrily die to an isCresse
in intarsst expende as a result of incréased bhorrowings mm 1988,

Provis.on for i1ncome taxesa. Por the vear snded Doceader 3k, 15%% dnd the
period from inceprion to December 3). 1997 30 provision for tixes was zecognised
as wa opacated aL a ioss throughou: both perioda.
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QUARTRRLY FINANCIAL INPORMATION

g The foil cable sets forih ceartain quaxtotly m:m:o-nm: of cpp:tmmm
: dota for sech full fiscal quarter within the zwe o8t recidr £

b o snformation has besn derived trom our unmudited financisl stak

opinion of sanagemant, this unsudited information bas Hasn
basie ag the srnusl financiai statesmnts and inciudes al
only of nosmel sogusring adiustmence necessary f£or o tm‘.t
intormacion for the quercers p =i, This inf
conjunction with the financisl statemencs and related mw
this docusent. The operating results for any guarber sgfe néic %
invdicasive of results for any futurs period.

- MAR 3k, UNE X6, SRPY. DS JBC. M.
%

o 1998 1998 T b3 13 108y
; A ' SR
5 BUSUORR SMFYICHN THAN s 3 £ a8 " L ;M ¥ ~“y 5 (i)
. ::tnn; Levoaimm cml 13 A b3, 659Y 18,339 1%, W i, 4 36, 143 [¥ T3 51
incone 1iosw) . EZ T  B {6498y i%, Tee 15 5N 36,430, EET L)
ot Lucoms ILoae mll-ublc o o
O COMMD OX Rk 1 H839)  $43.EAM $:6.07) . $A.308 KT SHESEN MR DR 532,40
roaswme  snssaws . A ? +
Mg AACous uml u: - .
“aate. . S 6681 3 11838 Bk 3 1AM F BFD 3 LM 8 14 5 o
atenrn -y TP WAN . e Rl g L
W LGER . g W ot .
sherds o eckading. . .. 203 263 E [N 1% 3%, 50 o 36, B 4B, 838
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LIGUIDITY AND CAPITAL RESOURCRS

we have requirsd significant capital to Zund che sonsgruetion wnd
installacion of our fiber-optis networks within doildivge and xe E;mmm
slectronic sguipmens for instsliation in smopolitas polaty of
prasands. As of Depwmber 31, 1599, uMMawim it
$49, 795,060 mince inception. W axpedt DAL fuY Sepiikl scpasdl 544
increass sabstapkially in futurs poviods a5 W CORILTRE J TR Rnd

“moTR ,-We wili continne o0 Seek aweesk 2o W‘EW

buildings. If we are succesatul in gaining access to sddltionsl Buildingy, we
will have subscantial naeds for sdditiconal emcox fpe a8 Mnﬁu Besing. e
also expect to have substantial and i ping cpexaring a0 net losies

In March 1959, we enteved iato a oredit fay
under «Bich we Can borTow up o0 $4%, D0, OUO,
incleding havimg lese chan $12, 500,000 canh avs: -.tt
Torroming. Wa Bave mot borrowed sgainst the fecility
rurzentiy do not intend to. The facility will aceorve i
following or & combinacion of the i!oum', AL OUY DR
rate pius 3.5%. (ii} & Dase cerutificste of depoRit wEc
Tunds roce plae 4%, or {iv) an Burodolisr gete plum 4.5
secuzed by ai) of vur aswscs, sacept for che aseabx
: our capital lesss obligacions. We will pay o coted
& wmsed porticn of the cndi.z taaiu.tg it we baxot ¥
. facilivy, which WY,

i covanante. inciuding au madntenance of coxvain ﬁm«
tnhim of tertain cperacional argets smd TeNrxi
setivities

In Aug Wt un. v isaust gheres of oommch and prafarrad SEOEN LU & gring
of fidancis . tox appy ely $17.008.000. Addiciondlly, in Mspwc
1999, wa isand shares of cowwn and mmﬂm'.ﬁ BEOck 9 sux Teal CETOTE pertnors

2or mm;ml.y 834,000, 006,

On Octouer 39, 1998, we conpieted an isitial ie mmm
shazes of our comion SToCk tatumchumu& ”

$296.900. 000 ¥ fnend to usL WOTS CHAN ﬁ‘n.no,on ut the

this offeriry for omstiuction o2 in-bullding fiber-ogt
remainfrs fo working capital snd genaral dotpossts o
operating lo-ems, % wsy also use a portion of the st
] invess in CoPiemencary business, vechnologiee, Metvises
we curmat)ly BEVe 90 meceriBl commitaenii O SETRNRNLE
- theas types - £ LTENGSCE Lone.

%6, %10, 559
Egrtmatel

3 Simalta: S0 with our iaitial pablic cﬁtning pitetgcomt WhothioLdwrs
Wu n:gmlgymm“noutw‘sw %mﬂwmt

¢ stock ooctrrmd Bt :he W o, et
Ms (loms  per common anars would have kees §i3 d F0 Y T yaace
wndad Dacenber 31. 1398 and 1999, seapeetively.
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As of December 31, 199%. the Company bas entered into warvan: acguisition
agreements for the issuance of 7,004,000 shares of common syodk. Perfurmance
obligations underlying 6,336,000 shares of coomon stoek hed been conpleted as of
December 31, 199%. The value of chese shaves was 5309, 1!5.000. In connection
with securing access to additional buildings subisequent to December 31. 1399,

the Company entered into warrant agreemm:s to acquirs 1,338,000 shares of
common stock.

Since December 1999, we bave rzceived $6%, 030,009 -in vendor commitments for
lease financing, subject to certain conditions. As of December 31, 1999 we have
financed approximanely $8, 169,000 of squipment addiciong thtangh these leasge

facilities and have outstanding capital lease obligations of approximately
57,728,000,

As of Decewbe: 31, 1993, we had commicted to pay approxiwately $4. 054,000
to carriers under our existing connectivity conatracts.

As of December 3. 1999, we had cash and cash equivalents of $152,564,000
and short-term investments of $162.013,000.

We est imate that the net procesds received from the igisial public offering
in additios. to our cash on hand will be sufficient to fund Qur operacions and
the projected daployment of our network through nmrwmpl
2001, We do, however, expect Lo coOntinug our growth,
development of our network and services beyond that
expect that we will eventuslly nead Lo ayrange for ads
through the issuance of Jdebt or eguity or additional m
comuitments other than those described ahove for any
andvem:bewra:hatwemnbcnhhtaemf ¥
financing at the times required and on terms and doF
such event, ouz gxowth could slow and cperations could bp Wuzy atfected.

. We have no
timl tinancing,

The actual amount and timing of our future capital uqairmn may differ
materially from our estimates as a result of many factors. These factors
include:

- our abiliry to meet our comstruction achedules;

~ obtaining favorable prices for purchases of eguipment;

- our abilicy to develop, acyuire and integrate the ary operational
SUPPOTt Syslems; !

-~ the cost of network development in wach of our mﬁmcu;

- demand for our services;

- the naturg and penetration of new services that may be offersd by us;
- regulatory changes; and

- chang:s in technology and competitive developments beyond our contxol.

We also ewpect thac we will require additional Bixminp or :equite
financing sooner than anticipated if our current businews chmvge. the
agsumptions uidexiying those plans are inaccurare, or AE
material acquiusiricons. Should we require additional capital
capital with oroceeds from public or private sales éﬁéq&si debr
securities, credit facilicies and other Horrowd #an be.no assurance

nas .
that such fironcing will be available on a tinely ‘bn&s &b m acceptable to
u# or at ail

-m}' raise such

ITEM TA. QUAK- ITKTIVB AND QUALITATIVE DISCLOSURE ABNUT m RISK

Gur exposure to financial warker ‘risk, imzlum Shadges in interest rates
and marketablr: aquity security prices, relaces primapily ko Guk investment
portfolio and to s lLesaer extant to sur cutstanding debt garions. We
typically do not attampt to reduce or hedge our markipu s O our
investment securitids because a subscantial mjoxi fivestidence are in
fixed-rate, short-term securities. We d4o nhot haw 3
The fair valus of our investment portfolio or relate
significantly impacted by either a 100 basis incredss or decreass in interest
rates due mainly to the fixed-rate, short-term naturs off the Subishancial
majority of our imwsstment portfolio. in addirion, w i
outstanding indebtedness at December 31, 1999, is £inEd-1
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DA

£ Cmmmieatiam

The Congolidated Financial Statements of Al
Tf this ﬁmmxal

Corporation are filed undex this Item, begz.mrxmg
Report on 'é‘om 10-K. .

ITEM 9, CWGES 1N AND Q*S&GRR}?.&EN"JES HWITH &cmum
FINANCIAL DISCLOSURE: . :

ACCOUNTING AND

- None .,
‘ PART 11T
TTEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF maam SER COMMUNICATIONS
CORPORATION: - ‘ ‘

The. information regquired by this: Imm 1& i
Staremgnt. to be deliversd to stmk?wléat -
of Stockholders te be held on dune 15, 2000w
Election GF Dxracww“ afid, “Brecutive Gﬁ.ﬁic&m,
-mrmarpoxaned by reference herein. : :

TTEM. 11, EXBECUTIVE QOMQEHS}%TIGN

’me Proxy

Tbe information required by this I’wm pie iy i
tormation is

statvement. undex the heading sgixecubive i.amm
mmrpara::ed herem by *&fereme.

ITEM 12. bECD‘Ri‘I‘Y OWNEHRSHIP OF CE,RTAIR 235’&’&?1(}

the mfcmtmn required by this Item
Statement under the heading *Principal Stoe
-which inl c;matiem i incorporated i‘sereiu

ITEM 13 CBRTE&IH REi&”IOhISzIIP AaND- mmmn _T%“tt
*she juformation required by this Igen. A

Sratement dnder the Beading. *Certain 'rn: mactm ?
. incorpovated beréin by reference: T
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EXHIBIT 3

Managerial Qualifications




KEY EMPLOYEES
ALLIED RISER OPERATIONS CORPORATION

David H. Crawford has senved as our chief executive officer since Juhv

19938, was elected o our board of directors tn July 1998, and from July 1998 10 May
999 als0 served as our president. From March 1997 until July 1998, Mr. Crawford
a8 wemior vice president  admimistration, veneral counsel - property operations and
assistant secretary sl Bquity Office Properties Trust. From February 1991 until
December 1996, Mr Craw ord held scnior vice president, general counsel and other
semor management positions at Equity Office Properties and their affiliates and w as
clecounsel to Rosenbery & 1 ichentnit Mr Craw forsl was an associate at Kirkland &

Fihs.a nanonat law firm based 0 Chicago, {llinois, from June k988 unul February
fuat, '

John M. Todd has scrved as our president and chief operating otticer since
May 1999 and was clected o our board of directors in May 1999. From February
H96 1o May 1999, M Todd was vice president - sales support services for Sprint
Basiness and vice president  technology integration for Sprint Business Frow
Februam 1986 unul February 1996, Mr Todd held various officer and senior
management positions at MO including vice president for professional services.,
product management and marketing

John H. Davis, Ph.D.. has served as our chiet' technology officer since July
19 and was clocted to our board of directors in December 1998, Since September
1997, Dr. Davis Fas ocen 4 princip.! of GeoPartners Research. Prior to Sepiember
1997 Dr. Davis  cld sentor management positions at Bell Labs and AT&T. culnu-
natin z in his role s the chicf technology officer for AT&T Commumications Ser-
vices from 1993 untif Suptember 1997, Dr. Davis presently serves on the board of -
dhrectors of Acou tes !cchnn!og;cs a stan—‘xp company in Phoem\ Arizona,

Todd C. I'oshier has served as our chief financial ofﬁccr since December
1996 and served . our chie vperating officer from December 1996 1o Mav 1994,
From May 1991 u il December 1996, Mr Doshier was a principal in Doshier & Co.
tlater Perry. Nestman & Doshier), which provided corporate consulting. financial
advisory and management services.

Michael R. Carper has scrved as our senior vice president and general
coamsel since June 1999 from August 1995 to June 1999, Mr. Carper was assistant
general counsel and assistant secretary of Nexiel Communications  From August
1992 until July 1995, Mr. Carper was vice president ~ general counsel of OneComm
Communications, when it merged with Nextel. Prior to August 1993, Mr. Carper




~worked for Jones. Day. Reavis and Pogue, an intemational law firm, in its communi-
cations practice area. ? ' .

Elizabeth Carey Billante has served as our vice president - real estate
services since August 1998, Since 1990, Ms. Billante has held senior management
positions at Equity Office Properties and Wiggins Properues in the arcas of portfolio
management and properts management.

Thomas A. Blake has served as our vice president — accounting since
Scptember 1948, Prior to joinming us in November 1997 and since 1974, Mr. Blake
tounded an independent CPA fimm and served as the chief financial officer for four |
intermational construction and real estate firms.

James P. Breen has scrved as our vice president - corporate development
smee July 1998, Since 1990, Mr. Breen has held officer and senior management
positions at Equity Office, Equity Group Investments and Barclays Bank in the arcas
o7 finance and investments for the real estate and cormmmunications industries.

John R. Bukowsky has senved as our vice president — product management
since Apnl 1999, Since 1996, Mr. Bukowsky has held officer and senior manage-
ment positions at Sanga International and GTE in the areas of business strategy,
business development. marketing, product development and sales.

Thomas A. Eppes. Ph.D., has served as our vice president - operations since
August 1998, N nce June 1979, Dr. Eppes has held officer and senior management
positions at V1 _and Fnito Lav in the areas of network design and deplovment,
process enginecrig and operations.

J. Ted G Imore has scrved as our vice president - sales since November
1998. Since 19* 3, Mr G:lmore has held officer and senior management positions at
GTE. GTE Com 1wnications and GTE Professional Services in the areas of interna-
nonal sales and arketing.

William I'. Guthrie has served as our vice president — engineering since
July 1998. Prior to joining us in February 1998 and since April 1992, Mr. Guthrie
held officer and senior management positions at MCI and US West in the areas of
wireless engineering and network systems. ' ‘ '

Brenda [.. Hardesty has served as our vice president - human resources and
admimstration since March 1999, Prior to joining us in August 1998 and since 1984,




Corporation/ Architel

Ms. Hardesty beld senior management positions at Age
CUSLOMICT SErvices.

Systems inthe areas of human resources, custonm

mn mm Nwem-

Johm D Keys has served as our vice pr
her 1997, Prior to joining us as & consultapt in]
Keys founded 1wo international electrical wns:t'l
senior officer of Blount, Foley Enterprises and Fis bd

é has .ﬁfved ASH.

ategic national
icer and senior
ﬁ%zammi umm»ss, sales,
mg, stralegic initiatives

Douglns J. Morgan has served as our vi
initiative since Julv 1999, Since 1991, Mr, Mcurg
management positions at Winstar' and Unisys in
husiness development, marketing, product mmg
and media relations.

Steve L. Reichert has served as our vice pre
since June 1999, Rince 1994, Mr. Reichert has |
positions at Fagenet and Pro Staff in the arcas o
consulting services, customer systems dewiaprm i, netw
and technical architeciure planning, :

nformation technology
‘ jor management

jevelopment, 1T

ms development

finance since:
stment and consult-
men: and Texas

Charles W. Yeargain has seoved as our vice
Diecerber 1996, Since 1984, Mr. Yeargatn has found:
ing firos and has held officer positions at AMRESCK
American Bank.




Wy

PRVt FIE



Aftied Riser of Arizona, Inc.
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Regulations and schedule of charges applicable to. wiecommunications services
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Tisge Date
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The pages of this tariff are effective as-of the date show

Page No - Revision
Title Original
1-30 Original

at the bottom of this page.

s DaE

Todd C. Doshier
Chief Financial Officer




Arizona Tariff No. 1
Original Sheet 3

CONCURRING, CONNECTING, O
PARTICIPATING CARRIERS -

Concurring Carriers

NONE
Connecting Carriers
NONE
Other Participating Carriers

NONE

rse A
Todd . Doshier
Chief Financial Officer
Allied Riser of Arizons, 1nc.
1700 Pacific Avenue, Buite 300
Dallas, TX 75204

bifecove Date:




“Adlied Riser of Arizona, Inc. - Arizona Tarift No. 1
Criginal Sheet 4

EXPLANATION OF SYMBOLS

When changes are made in any taritf sheet, a revised: ikt be issued canceling

,1 the anff sheet affected. Changes will be identified on tﬁeimﬁ;ﬁ ; e(s) through the use of
' the following symbols.

C - Tosignify chonged regulation

- Tosignify discontinued rate or regulation

- To signify increased rate

M- To signify matter relocated from one page to aximimf without change

N - Tosignify new rate, regulation, or text

R - To signify reduced rate

§-  Tosignify reissued matter

T-  Tosignily a change m text but no change

in rate o regulation
!

ERGE e et ; ¥ hiit&hve Dite T

Todd U 'Ei‘ashiqr




Arizona Tariff No. |
Original Sheet 5
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Ssue Dafe

APPLICATION OF TARIFF

This tariff applies to local telecommunications services fagsished by Allied Riser of
Arizona, Inc. (Carrier) between various locations within dw‘&&ﬁef@f Arizona in accordancc

with the conditioas set forth hercin.

Todd C. Doshier
Chief Finuncial Officer
Allied Riser of Arizona, foc.” -
1700 Pacific Avenue, Suite 408
Danas *I’x 75204

Effective Date: S




A:  DEFINITION OF TERMS

Aliod Riser of Arizona, loc. - Arizona Tariff No. |
N Original Sheet 6

Dallas, TX 75304

g A sequence of numbers that, when dialed, connects a caller 10 #n interexchange carrier that is

i+ associated with that sequence.

1
Affiliate
Any entiny (including any natural person or entity such as a ¢orporation or partnership) umtmlimg
under the control of or under common control with another mﬂy
A standard order form which includes all pertmem billing, technical, administrative, and
other descriptive information which will enable Carrier to provide Elecomiy pications service
to a Customer.
Authorized User
An individual, firm, corporation, or other entity authorized by the Customer to utilize
commumcations services provided by Carrier.
The following days arc recognized as holidays for billing purpuses: New Year's Day,
Independence Day, Labor Dayv, Thanksgiving Day, and C!m-stmas iiiay, except as otherwise
specified herein.
A standard form which s used by Carrier to assess a Cuswmer s ¢tedit worthiness prior to
Carrier’s arranging the installation of any facilities or the prmmom of any Services 1o a
Customer .
Customer

ETER T - _ Effecnve Dawes

Todd €. Doshicr ’ '
Chief Financial Officer
Allied Riser of Arizonn, 'pe; -
1700 Pacific Avenue, Suite 400
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i ‘Allied Riser of Arzona, Inc. S Arizona Taritf No. |
: ' Original Sheet 7
An individual, firm, corporation, agency, or other entity w!hmﬁ ders service and is responsible for
the payment of charges and compliance with the tariff provisiens set forth herein.
: An arrangement whereby the facilities used between the Customer's premises and the Carrier poim
of presence are directly linked. Such arrangements may involve ifterconnection facilities provided
by the Customer, another carrier. or a local access provider.
Interconnection Facilities
Circuits and/or dedicated access arrangements provided by the Customer or 2 thifd_pafty supplier to
intercommect the Customer with Carrier's service. The Cuastomer shall have sole responsibility for
the ordering, installation. maintenance, and payment of such facilities.
A local exchange carrier or other entity which furnishes: iter-connection facilitics between the
: Customer’s premises and Carrier's point of presence in a LATA.
J | Mipimum Service Period
| The minunum period of time during which Customer is ohi%a;ed o pay for services pmvaded by
Carrier.
The Carrier’s physical presence in a local calling area or LA’ FA whzch is used far the purpose of
¥ transmitting telephone - alls. _
Presubscription
A service arrangemient whereby the Customer authorizes the Iecal teiephonse company to route atl
interLATA calls to Carrier. »
] ST ) s Effechive Date
Todd C. Doshier = .
! - Chief Finaocial Officer |
Allied Riser of Arizops, 1o
1760 P‘agtﬁevkmm it




Attied Riser of Arizona. bnc.

o S

fois,
¢

st e’

Service ‘

Service consists of the furnishing of transmission capabilities to Customers and Authorized Users for
the placement and/or receipt of local telephone calls, subject to the availability of the necessary
facilities and equipment to provide the transmission and the provisioss of this tariff.

Service D

The date on which Customer begins to utilize the Service of the date on which Service is made
avaitable for use by the Customer or ils authorized users, whichever is sooper.

Special discounts and/or other modifications to Catrier’s m service offerings which may be
offered, from tame 1o tine, 1o Customers using a particular service. Special promotional offerings
may be lunited to cerain dates, times, and locations.

RULES AND REGULATIONS

(a)  The famishing of the Service under the terms of this tariff will be provided by
Carvier alone, « ¢ in conjunction with services of other . Birvice is available 24 hours
per day. 7 day per week for the transmission of infteredchange and local telephone calls.

(by  Carrier, when acting at the Customer’s regugst and as its authorized agent, will

make reasonabl. efforts to arrange for ;xesubwﬁptm. ititeréonnection, and other service
reqairements. ' ’

(¢ C arrier will comply with Minimum Pt!ﬁpﬁéﬁb Service Standards. Service will

not comumence wtil an approved interconnection Wemhas been filed wﬂix the Arizona
Corporation Commission.

(%

Limitation:

ssue Thale:

Todd C. Doshier
Chief Financial-Officer
Allied Riger of Arizdna, 3::@ C
1700 Pacific Avenue, Suit 200
Datlas, TX 75204

Arizona Tarift No 1
Original Sheet 8

Effective Date: T




Alhed Riser of Arvona. lae : Arizona Tartf No 1
Origimal Shect 9

un Carnier reserves the right to refuse or discontinue furnishing services when
pecessitated by conditions bevond its control. Such conditions inckide, bat are not limited
to. 4 Customer s haviag call volume or calting patterns that results. o may result, in network
blochage or other service degradation which adversely affects service or other customers of
Carner

thy Service may be discontinued without notice 1o a Customer by blocking traftic
D certan cities or exchanges or by blocking calls using certain access codes or authorization
vodes. when Carrier deenis it necessary to take such action 1o prevent unfawtul use of ns
services Service will be rostored as soon as it can be provided without undue risk. and will.
upon reguest b the Customer atfected, assign a new authorization code o replace the one
that hus been deacinated

W Carnier Joes not undertake to transmit messages. but otfers the use of i
tuvihities when avatiable. and will not be liable for errors in transmission or for taihire to
ostablish conmections

uh A Custorer shall not use any service mark or trademark of Cacrier or refer
te Carnier in cennection with any preduct., equipment, promoticn. or publication of the
Castomer without the prior writien consent and approval of Carrier

(21 i he Customer shall not use nor permit others to use the service I a manner
tha' could intertere with services previded w others, that could harm the facihiies of Carnier
or otiers, or that is not consistent with any applicable law or reguiation.

iy T v provision of service will not create a partnership or jomt venture between
Carrrer and the § astomer nor result in joint service offerings to ther respective authorized
UNeTs

(2 N¢ ther the Services provided pursuant to this tantff. nor the Customer’'s

obhgations herea der. ma. be assigned or otherwise transferred without the prior writien
consent of Carre

tord

Terms Ami Conditions

i1 Service 1s provided on a monthly hasis, twenty-tour 124) hours per day ac
descnibed heremn. For the purpose of computing charges in this taritf. 3 month s considered
o Aave thirty (300 days

Lo Py R S e e 41 g T MR
Todd O Doshier
i "met Fmancial Officer
Ailed Riser of Anwzona, In
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i) Customers may order Services under this tariff by contacting an authori/ed
Carrier representative and executing Carvier's Application for Service and, at Carmier's <olv
discretion. a Credht Application.

tor Customer shall at all umes comply with alt applicable federal. state, and local
statutes, ordinances. regulations, and orders of any comamission or other governmental
had . Customier 15 responsible for taking all the necessary legal sieps for interconnecting
their terminal equipment or communications systermns with Carrier facilities or services and
~hall secure Wl liceases, permits, rights-of-way, and other arrangements necessary for such
nterconnection.

() Except as otherwise provided in this tariff, Service is provided and billed on
the basis of one (1) month. beginning on the Service Date and continuing until the expiration
of the Minimum Service Period, or until Service is otherwise cancelled. Customer shall
accept and pay for Service for the Minimum Service Period.  Upon expiration of the
Mimmum Service Period, Service shall be automatically extended on a month-to-month basis
unul Service s termnated i wniting by the Customer on not less than thirty (30) dayv'~
written notice to Carrier.

(e)  The Customer agrees to cperate Carnier-provided equipment in accordance
with the instructions of Carrier or its authorized agemt. Failure 10 do so will void any
Company hability for interruption of service and may cause the Customer 10 be responsxhic
for damages 1o equipment pursuant to this tariff.

N { ‘ustomer agrees to return all Carrier-provided equipment to Carrier within
five 13) days o' termination of service in connection with which the cquipment was used.
Equipment shall be in the same condition as when delivered to the Customer, normal wear
and tear only ¢ cepted.  Customer shall reimburse Carrier, upon demand. for any costs
ncurred by Cat ier due to Customer's faiture to comply with this provision.

(g)  C ariec reserves the right of entrance for its employees, agents, or contractors
to the premises of the Customer. at any. reasonable hour for the purpose of installing,
mnspecting, repaiting, of upon termination of service removing Carrier's equipment. The
Customer shall be responsible for making any necessary arrangements for Carrier’s entrance
to the Customer’s premises

thy The remedics set forth herein shall not be eiclusive and Carner at all times
shall be entitled to all rights available to it under either law or equity.

T L _— RS e D —
Todd ¢ Doshier
Chief Financial Officer
Aled Riser of Arizona, hic.
1700 Pacific Avenue, Suite 400
Dallas, TX 75204
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specified in writing by the party
> given orally or in writing to the
ation for Service.

(i) Except as otherwise provided herein, oF
entitled to receive Service, notices from Carrier may i
personis) whose names appear on the executed Applie

S ST
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(@)  Carrier shall not be liable o Customer or any ether person, firm, entity, for

any failure to perform its obligations under this tariff tiw‘z o any cause or causes beyond its
reasonable control.

() CARRIER MAKES NO WARM.,X

EXPRESS OR IMPLIED EITHER IN FAC)
STATUTORY OR OTHERWISE, iN{,LBwNix
AND FITNESS FOR A PARTICULAR USE, B
HEREIN OR IN ANY APPLICABLE SERVICE
; lable for any act or omission of the Custom
furnishing a poruion of the service. Except for Se
i any applicable Service Level Agreement, inno ¢
be Hable for claim or loss, expense or damage {ing
damage) for any interruption, delay, error, omis -or defect in any Service,
factlity or transmission of any person or entity farniShing any portion of the Service,
facilities, or equipment associaled with the servicg o ard&mm,m caused by services,
facilities, or equipment furnished by such person or-2

£ OR REPRESENTATIONS.
Y OPERATION OF LAW.
OR MERCHANTABILITY
EXPRESSLY SET FORTH
REEMENT. Carrier is not
o user, or any other carrier
expressly set forth herein or
rrier or any of s Affiliates
ect, special or consequential

{¢)y  Carrier shall be indemniﬁedand held harmless by Customers against any claim
or loss, expense or damage {(including indirect, spegial or consequential damage) for
defamation, libel, slander, invasion of privacy, infringement of a copyright or patent,
umauthorized us: of any trademark, trade name o mark, unfair competition,
interference with or misappropriation or violation ¢ WEACK, proprietary right, or any
other injury 10 ar y person, property, ot entity 4&"&3&’% g ,the material, data, information,
or other content ‘evealed to. used. or transmitted by C’aﬁ“rzér

-of or damages to the premises
iﬁg of Service which is not ihe

{dy  Carrier shall not be liable for any ﬁ%fﬁiﬁ :
of a Customer or authorized user resulting fmm th(:‘ BLnis
direct result of Carrier’s neghigence.

B

(e} Carrier is pot liable for any defacement of or damage to the premises of a

Fesng iate Effecuve Dater
Todd . Doshier
Chigf Financial Offwer
Allied Riser of Aridona, .
1700 Pacific Avenue, Suite 400 -

Dallas, TX 75204
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Castomer resulung from the furnishing of services or the attachment of mstruments,
apparatus, and associated wining furnished by Carrier on such Customer's premises or by the
mstallation or removal thereol, when such defacement or damage is not the direct result of
Carmer’s negligenve.

) Carrier does not guarantee or make any express warranty with respect to any
. equipment provided by it where such equipment is used in locations containing an atmaosphere
which 15 explosive, prone 1o fire. dangerous or otherwise unsiitable for such equipment.
Custorners and authorized users indemnify and hold Carrier harmiless {from any and all loss.
clauns, demands, suits or uther action, or any hability whatsoever, whether suffered, made.
wnstituted, or asserted by any party or persons, for any personal injury to or death of any
person or persons, and for any loss, damage, or destruction of any property. whether owned
hy the Customer., authorized user, or others, caused or claimed to have been caused directly
wi indigctly by the imstallation. operation, failure to operate, maintenance, removal,
presence, condition, location. or use of such equipment so used. ‘

{gy  In e evem shall Carrier be hiable to Customer, its customers or any of their
Affilates for any loss. damage, expense (ncluding loss of of profit or revenue or for any
incwlental, consequential, indirect, punitive or similar or additional damages) incurred or
suffered as a result of mcorrect or defective trans-mnssions, or any direct or indirect
consequences thereot, while using the Service, performance, pon-performance, iermination.
breach. or other action or inaction, on the part of Carrier, under this tariff, even if Customer
advises Carrier of the foreseeability . possibility, likelithood, probability or certainty of such
loss or damage.

{hy Cstomer shall indemnify and hold harmless Carrier, its directors, officers,
pmployees, amd sgents. successors. and assigns, from all damages, costs, expeuses and
Labilities, includimg all attorneys’ fees and disbursements, sustained by Carrier in any action
commenced by any third party and arising in connection with the Customer's performance
of its obligations and duties under this tariff; and the Customer shall indemnify and hold
Carrser harmless from and against any and all claims arising from or relating 1o Carrier's
provision of fact ties or Service to Customer under this tariff.

{t) Cacrter’s hability for damages arising out of any additions. omissions.
interruptions, dekuys, mistakes, errors, or defects in the transmission occurring in the course
of furnishing the Service or facilities shall in no event exeeed an amount that is equivalent to
the proportionate charge for the penod of service during which the tault in transmission
oveurs, which amount shall be the Service Credit.

Feswe e T R

Eitectrve Datel

Todd O, Doshier
Chief Finuncial Officer
Adtred Riser of Arizons, I
1706 Pacihic Averne, Sulfe 300
Dallas, TX 75204
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0 I no event shall Carrier te lable 1o Customer., its L'ustomers or any ol then
aftifates under thas tanift for damages o nterconnection Facilities of Customer or a supplicr
w Customer resulting trom the turmthg of N rvice, including the m\mliatmn and remaoval
ot equipment and a\\\\\.ldlt‘d \\lnug,

th) In no event shall Carrier be liable to Customer, its customers or any ot then
Attiliates tor any act or omission of any ‘other entity furnishing « portion of the Service.
tacdities or equipment associated with the Service or for damages caused by services.
taciliies ur equipment turnished by such entity.

b Currier shall be enuitled to take, and shall have no lisbility whatsoever tor. any
sction as deemed gecessary or appropriate by Carrier to bring the Service or its practices into
santormity with any rules, regulations, orders. decisions. or directives ot the Federa!
Communications Cotnmission or other governmental agency. and Customer shall cooperai
fully with Carrier and take all actions as may be requested by Carrier to mmpl\ with an:
such rules, regutations. orders, decisions or directives.

(Canvellation Of Senvice By A Customer

@) A Customer may discontinue service. either in part or in s entirety. upon
walien notice to Carrier. provided that the Customer has fulfiiled all Minitnum Service
Period obligations. :

6. Lise (1 Service

{ar  arrier’s services may not be used for the unlawful or unauthorized pm\ iston
of telecommuni zations services.

(hy Service furmshed by Carrier may be used for one or mare of the following:

i for the transmission of communicattons by the
Customk r;

{1i) tor the transmission of communications by an
Authorized User: or

iy for the runsmission of communications (0 or from i

N e e e g e
Todd C. Doshuer
Chief Finanaial Othicer
Alhed Riser of Arizona, inc.
1 700 Pacific Avenue, Sunc 400
Dallas, X 75204
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customer of another common carrier, which liaﬁ subsoribed to Carrier's
; COMENURICAtoONS services.

b T

{¢y  The Customer shall not use or permit othe; yise the Service in a manner that
could impede or ingerfere with the Service provided to othe iat conld harm the facilities
of Carrier or others, or that is inconsistent with any applicable law or regulations.

(d)  No person. firm, corporation, agency, Cusio
entity shall resell nor permit others to resell Carrier's 5é
consent of Carrier.

er, authorized user or other
ice without the prior written

s for services furnished
o y use, misuse, orabuse

()  Customer’s bill is payable within 14 éﬁiy‘@sf lz of the postmark on the

envelope contaimning Carrier’s bill. Amonnts aot pai ate will be considered past
due. A late payment charge of one and one-half per i1 be applied to charges
not paid by ticic due date.  The late payment chax : applied to previous late

payment charges that have been assessed, but have
accumulated services for which the customer is ta atreas
applied withom discrimination. '

id, but will apply to the
e payment charges will be

(¢)  l-age charges are billed after each usd _
usage recording <ysten fails or is otherwise unavailak or part of any billing period,
Carrier, with th. aide of the Customer, shall be entit ke a reasonable estimate of
Customer's usag:: of Service in the period in question | ng purposes.

in the event that Cairier's

(d)  Non-recurring charges are payable W
specified has been ordered. 1f an entity other than!
carrier ot supplier) imposes charges on the Ser
Service, those costs will also be charged to and pal

fhe service for which they are
gmemmenmnﬂa:y another
dartier in conpection with a
jstomer.

{e}  All stated charges in this tariff are

_ : ed by Carrier exclusive of any
federal. state, local, use, excise, gross receipts, sule

1axes, duties, fess or similar

e A

Eieshve Dater
Todd(‘ Doslider-

Chief Fisancial Officer .~
Allied Riser of Amm!sa, Zm;
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tathties Such tases, fees, ofc. shall be paid by the Customer.

) W hien paymient 1ot services is made by check or draft and o returned o Carrier
tor any reason. i luding but not lnmited w nsuticent fuads, a maximum charge of Twenty
f e and No 100 Dollars (525 001 (unless a lower fee has been prescribed by law in which
event a charge equal to such lower fee) may be made by Carrier for each iten returned hy
the banking institation on which it is written. At the option of Carner. this charge may be
waived because of extenuatmg circunitances (e, bank error).

ig) It 4 chech. dratt, or other payment mstrument remitted by a Customer or
vuthorizad User s dishonored more than once during a twelve (12) month period. Carrier
P refuse acceplance of turther such payment methods and place the debtos on a cash basis.
Under a cash basis, Carner iy regquire paymemt in the form of U .S, currency. money
aders, of an s rument that 1 guaranteed ot issued by a thud party that 1s aceeptable o
Carner

x Change In Sersiee Arrangement
ta) When a change 1 service arrangement involves the use ot tacihites o services
turmshed by (arner, installation charges do not apply to the facilities o1 services contimued
m use  The Mimmum Service Period for the facilities or services continued i use 1s
Jetcrmined by the date of the mitial accepiance thereot.

9 Restoration Of Sery e

1a) Ty use and restaration of service provided in emergency ~ituations shall be
in acordance w th Part 64 Suhpart D of the Federal Communications € ommission’s Rules
and Regulations. whick specifies the prioricy system for such actrvinwes.

10 Inspectuy

1a) C -rrier . or s authorized agents, may, upon reasonable notice. make such tests
and mspechions o may be pecessary o determine that the premises are in comphiance with
the terms and coadinons of tus tariff, and with instaliation. operational. or maintenance

pecifications of Carrier - Carrier may interrupt the service at any time, without penalty to
Carrier, due to @ depurture from any such requirements. ‘

N Dhisconnection of Service Gther Than Toll Service

e Tl . I . B L ek o e
fodd ¢ Doshier
Chiet Fuiancial Oftieer
Alhied Riser of Anzona, Inc.
1530 Pacific Avenue, Sute 400
Dallas. TX 75204
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{a) For purposes of this section. 2l regulated tclcphnm: services provided by
Carnier. except toll service (if any), shall be defined as local service.

tb)  Carrier may disconnect its customer's local service for nonpayment of charges
incurred for local service. Such disconnection must be conducted pursuant to all applicable
minmum telephone service standards. Al practices of Carrier, pertaining either to the
provision of its own toll scrvice, if any, or as a duly-authorized agent for another toll service
provider shall also conform to the minimum telephone service standards.

(<) Carrier is prohibited from disconnecting any customer's local service for
nonpayment of charges incurred by the customer for toll service.

() Partial payments by a customer to Carrier will be apportioned by Carrier to
Carrier’s regulated local service charges first before being applied by Carrier to any 1wl
charges and will be apportioned to regulated telephone service charges first before being
applied to charges for nonregulated services,

12. Testing And Adjustments

(a  Upon reasonable notice, the facilities, equipment, and ‘or services provided by
Carrier shall be made availabie to Carrier for such tests and adjustments as may be necessary
to maintain them in satistfactory condition; no interruption allowance will be granted for the
time during wtich such tests and adjustments are made.

13 laterconnection With Other Carriers -

(@ tervice turmished by Carrier may be connected with services or faoilities ot
another particip ting carrier or a Authorized User. Such interconnection may be made at 4
Carrier terminz’ or entrance facility, at a terminal of another carrier. or at the premises of a
Customer or-a  Authorized User.  Service furnished by Carier is not parnt of a joint
undertaking wit 1 such other carriers.

(h)  Any special interface equipment or facilities necessary 10 achieve compatibihty
between the facilitics of Carrier and other carriers shall be provided at the Customer's
expense. Upon written request and acting as his authorized agent. Carrier will use its bewt
vfforts to make the necessary arrangements for such interconnection.

L PIai™ = e P O U U
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Yodd U. Doshier
Chief Financial Offtce s
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(v Service furmshed by Carrier may be interconnected with the facilities or
~senvices of ancther carrier under the tc tms and conditions of unfts applicable to such
conrections : :

W) Carrier may order interconnection facilities and/or initiate the presubscription
process on behall of a Customer if the Customer furnishes Carrier with a letter of agency
The Customer’s use of such interconnection facilities shall conform to the regulations. terms.
and conditions under which the carrier provides such access. The Customer shall bear the
ultimate responsibility tor all aspects of the local interconnection facility including, but not
lunited to. vrdering. testing, installation, maintenance, use, and payment of such facilities

C SERVICE DESCRIPTIONS

1. General Description Of Service

(@ The Service enables Customers to place local telephone calls within the St
of Arizona.

(by  Service is provided on a full-time monthly basis and is available in locations
suhject 1o the availability of facilities and/or equipment. Carrier reserves the right to refuse
to provide Service where factlities or eqmpmem are not avmiable or ewnommall} feasible.

(<) Total monthly charzes for use of Carrier's facilities are based upon the total
tune the Customer utilizes such facilities, unless otherwise specified herein. Intercity usage

charges. as well as other charges, discounts, and/or featuses, are applicable to each individual
service option

(d Rates and charges for Service vary depending upon the option selected by the
Customer. Cerrain Service offerings may involve one or more of the following: a monthly
recurning charg *. a rinimum monthly charge for usage, charges for installation, special
features, and/or charges for administrative or physical changes to a Service. At additional
cost, certain St vice options offer a Customer the ability to identify individual users and
allocate the cos of the Service through the use of accounting codes.

ter . MNothing herein, o7 in any other provision of this tariff. or in any marketing
matenials issued by Carrier shall give any person, including existing and prospective
Customers. or their ransferces or assignees, any ownership interest or proprietary right in
amy given telephone number. :

r\ ‘{l‘.TTE-i(:-- — e AL e i —— - et s ~....—-....-.-~.._........>.<. R ' —r—— —”m\'{?ﬁ\b—n{f{—. PP
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2. Description of Charges

{a) Usage Charges

‘ Usage charges vary depending upon a wmbmanm of faumrs including: the time of
day a call is placed. the distance between the calling and the called: parties. and the duration

of the call. Calls beginning in one rate pu;od and ending in &m&hﬁr wﬁt be hilled at the rate
applicable 1o each portion of the ¢all

Chargeable time t ne,gms v.hen Carrier receives mgmaimg 1o detect that the nebwork
connection between the calling party and the called party has beene established. Chargeable
time enids when either party "hangs up” thereby rc*%eam}g the network conpection.  Unless
otherwise specified, cails are measured and bifled for an initial seried of thirty (30) seconds
and timed in six (6) second increments for usage over thirty (30) seconds; fractional minutes
of use are rounded up to the pext six (5) second increment.

{by  Monthly Recurring Chargés '

Monthlv recurring charges are fixed fees applicable to certain service offerings set
forth herein. Such charges vary depending upon the physical requirements of the Customer,
and the characteristics of the service arrangement utilized by the Customer. Monthly
recurring charges for dedicated access arrangements may include an amount charged by a
tocal access provider  Customers may elect to be billed directly for local access facilives.

{C Yolume Discounts

Custome rs whose total monthly usage equals or exceed a minimum level may be
eligible for a volume discount. The amount of the dispount is generally based upon the
Customer’s total monthly usage charges for all service Customer’s Minimur Service
Period may also affect the amount of the discount. Volume disconnts are not applicable 1o
monthly recurrii g charges, installation charges, fees for special features and functions.
administrative or physical change charges, or minimum monthly usage charges.

(dy Torm Discounts

Customers whose Minimum Service Period equals or exceed one month may be eligible for
discounted rates as described herein. The Customer’s Minimuy ‘%m&h by U‘&ﬁ&t‘ charge and traffic

volume may  affect the amount of the discount. Volume discouss are not applicalde to monthly
recurring charges, installation charges, fees for special featores and functions, adminisirative or

IsseDate » . : LR G TN
Todd C Doshwr
Chief Financial Officer
Xllied Riser of Arizope, Tac.
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physical change charges. or minimum monthly usage vsitar.gi:#.
{e)  Monthly Usage Commitment and Minirmum Monthly Usage Charges

Customers may be required to commit to a level of usage in order 1o receive discounted rates
and charges, referred to as Monthly Usage Comaumw&t. h& b instances, the customer is billed
a Minimum Mounthly Usage Charge for the service. This aggoit of this charge varies depending
upon the option selected by the Customer. Unless oth'wwe -~ cified, minimum usage charges are
billed in advance and are not subject to volume or time-of-gay discounts.

(f  Installation Charges

Instaliation charges are applicable to certain service dptions requiring the physical

- connection of lines, ports. equipment, or other facilities. Sych-chirges may also be assessed

for changes in the service arrangement for the addition or adjustraent to lines, ports,
equipment, or other facility necessary to provide the sewme required by the Customer.

3. Service Promo;igm

(@) . -Carrier may from time o time engagg m special promotions of
limited duration of its service offerings designe ACL New Customers or
to increase existing customer awareness of & g iff offering, Waiver
of any charges other than a nonrecurring charge sl be Hinited 1o 90 calendar
days on a per customer basis during a 12-month ;aencé

-D. SERVICE OFI ERINGS AND RATE.S «

The following section sets ‘onh me rates and charges for tchcmmnmuom services
provided by Carrier.

1 DS-1 St;vice

DS-1 Service allows Customers to utilize (faﬁier’s.-hig"_h. capacity 1.544 Mbps circuits
capable of transmitting muitiple streams of information {subject to capacity limitations).

DS-1 tmonth to month)
Mileage Charge (fixed)

gue Dater T o -
Todid €. Doshser
Chief Financial Offfcer
Allied Riser of Arzzous, e,
1700 Pacific Avenue, Suite 400
Dallas. TX 7530 .
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Milcage Charge (per mile) _ $50.00

Instailation fee per circuit (one time) $1800.00

e R 0 o e O
Todd C Doshwer
Chief Finangial Officer
Albed Riser of Anzong, Inc.
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